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U.A.R. (Syrian Region) Stand-By Arrangement With Fund 


A stand-by arrangement agreed between the United 
Arab Republic (Syrian Region) and the International 
Monetary Fund authorizes drawings up to the equiva- 
lent of $7.5 million during a period of six months. 
The member, whose quota in the Fund recently was 
increased from $6.5 million to $15 million, has thus 
far made no drawing from the Fund. 


Payments problems of the United Arab Republic 
(Syrian Region) stem largely from prolonged drought 
and a sharp drop in agricultural output, together with 


Europe 


U.K. Special Deposits 

Following the introduction of the special deposit 
arrangements (see this News Survey, Vol. XII, p. 342), 
the latest Bank of England return shows that the first 
of the special deposits amounting to £3.5 million has 
been made at the Bank of England. These deposits 
will receive interest to the nearest ‘4, per cent of 
the average rate the Government is currently paying 
on treasury bills. Thus, the banks that have made 
special deposits will presumably receive 414, per 
cent interest on them. The lodgment of special deposits 
so far has had no noticeable effect on either the money 
market or the gilt-edged market. The remainder of 
the special deposit payments, amounting in all to some 
£70 million, is to be completed by June 15. 
Source: The Times, London, England, May 13, 1960. 


Consumer Expenditure in the United Kingdom 

There is little sign yet in the United Kingdom of 
the slackening in expenditure on personal consumption, 
which has generally been expected for some months. 
Consumption, which had tended to lag slightly behind 
the rise in incomes in the third quarter of 1959, later 
expanded and kept pace with the further quite sharp 
rise in personal incomes in the final quarter of the 
year. It is estimated that retail sales in the first quarter 
of 1960 were 4 per cent above such sales in the corre- 
sponding quarter of 1959. The Board of Trade points 
out that during the first three months of 1960 there 
was little sign that mounting commitments from past 
hire-purchase buying were, in general, acting as a brake 
on new credit purchases. 

The increase of £31 million in hire-purchase debt in 
March is the largest recorded since July 1959 and is 


a fall in the export price of cotton. Production of 
food grains, normally a major export item, has been 
particularly affected by the drought, with the result 
that net imports of grain recently became necessary. 
[he arrangement with the Fund is intended to help the 
country meet its foreign exchange difficulties and to 
take the steps needed to improve its reserve position. 
Source: International Monetary Fund, Press Release, 
Washington, D.C., May 17, 1960. 


almost double the increase of £16 million in both 
January and February. It is too early to have any clear 
indication of how effective the hire-purchase restrictions 
that were reimposed (see this News Survey, Vol. XII, 
p. 342) will be in restraining this type of buying. Credit 
sales in March 1960 were 27 per cent higher than in 
March 1959. Part of this accelerated rise may be 
accounted for by the fact that this year there was a 
tendency to buy before the budget was presented (in 
early April), whereas in 1959 some purchases were 
deferred until after the budget was made public. 
Furthermore, the incidence of Easter makes it likely 
that the rise in hire-purchase debt in April will be 
smaller than in March. Most of the recent rise in this 
debt is the result of very high sales of motor vehicles. 

The Times comments that, given the increase in total 
production which is likely this year, a continuation of 
the present expansion in personal consumption is not 
compatible with the increased investment planned by in- 
dustry and the increase in exports which will be needed 
to maintain the U.K. balance of payments position. 
Source: The Times, London, England, May 10, 1960. 


Annual Report of the Bank of France 

The Governor of the Bank of France, in his annual 
report to the President of the Republic, stated that 
economic developments in France during 1959 had 
shown that the comprehensive measures taken in 1958 
to restore equilibrium had been successful in reactivat- 
ing the French economy and achieving a considerable 
balance of payments surplus. 

The 1959 harvests of cereals and wine were excel- 
lent, but an unusually dry summer was responsible 
for abnormally small crops of potatoes and sugar beets 
and for shortages of vegetables and dairy products. To 
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relieve these shortages and to keep price increases to 
a minimum, imports of many foodstuffs were tem- 
porarily freed from restrictions in the second half 
of 1959. 


Industrial production (excluding building), which 
had remained rather stagnant between May 1958 and 
April 1959, started to expand again during the spring 
of 1959, and for the year as a whole it was about 
4 per cent higher than in 1958. This renewed expan- 
sion in production was due mainly to an increase in 
private internal consumption and to a large rise in 
exports, especially of steel and automobiles; output 
was stimulated also by greater investment activity in 
the public sector, but investments in private industry 
and in agriculture on the whole did not increase. Em- 
ployment fell slightly, and the recovery in output was 
due entirely to a rise in productivity and to an increase 
in the average workweek. 

Prices, which had increased sharply in January 1959 
after the devaluation of the franc and the elimination 
of most subsidies, remained practically unchanged be- 
tween February and June, but increased again during 
the second half of the year, owing to a substantial rise 
in food prices as a consequence of the drought. During 
1959 as a whole, the wholesale price index increased by 
7 per cent and the consumer price index by 6 per cent. 


The legal minimum wage was raised by 4.5 per cent 
in February 1959 and by a further 2.67 per cent in 
November. Wages of those workers—the great maijor- 
ity—who earn more than the legal minimum increased 


by nearly as much as the legal minimum wage; hourly 
wage rates in industry rose by 6.7 per cent during the 
year. As a result of this increase and of the lengthen- 
ing in the average workweek, real wages, which had 
declined in 1958, rose slightly in 1959. 

The money supply increased by a little more than 
12 per cent. The main factors behind this increase 
were a substantial rise in net official holdings of gold 
and foreign exchange, especially during the first half 
of the year, and a considerable increase in short-term 
credit to business during the last quarter. The slug- 
gishness in the demand for credit in early 1959, as 
well as the considerable improvement in the balance 
of payments (see this News Survey, Vol. XII, p. 352), 
enabled the authorities to relax gradually the credit 
restrictions taken in 1957 and 1958. In February 1959, 
the maximum limits on the total volume of credit— 
both short-term and medium-term—were abandoned 
(see this News Survey, Vol. XI, p. 247). In February, 
and again in April 1959, the discount rate of the Bank 
of France was lowered by 0.25 per cent, to 4 per cent 
(see this News Survey, Vol. XI, p. 336). The penalty 


rates for Bank of France rediscounts over and above 
the commercial banks’ rediscount ceilings were also 
reduced in a number of steps (see this News Survey, 
Vol. XII, p. 60). 


As a result of the increase in their liquidity, com- 
mercial banks expanded considerably their holdings of 
short-term and medium-term paper and reduced sub- 
stantially their rediscounts with the Bank of France. 
Their rediscounts of short-term credit have generally 
been kept within the rediscount ceilings, and the part 
of total medium-term credit granted which is in the 
portfolio of the Bank of France decreased from some 
82 per cent at the end of 1958 to about 60 per cent 
at the end of 1959. 


The large increase in credit to business during the 
last quarter of 1959 did not call for restrictive meas- 
ures, but the Bank of France instructed banks to be 
cautious in the granting of new credits. Up to now, 
credit has been controlled by the monetary authorities 
through changes in the central bank interest rates, the 
imposition of rediscount ceilings, and the requirement 
that commercial banks should invest 25 per cent of 
their sight liabilities in treasury bills. The annual report 
notes that these instruments of monetary policy may 
be insufficient in the future to reduce excess liquidity 
resulting from an external surplus and to counteract 
domestic inflationary pressures. Therefore, studies on 
the best ways to mop up the excess liquidity of the 
banking system are being undertaken. 

In 1959, the Treasury financed its deficit easily 
without issuing any long-term bonds to the public. Fol 
lowing restoration of confidence in the currency, ample 
funds were available to the Treasury as commercial 
banks increased their purchases of treasury bills at a 
rate equal to the rise in their sight deposits, and indi- 
viduals not only bought more treasury bills but also 
added to their savings deposits and their deposits with 
the Postal Checking System, thus providing more funds 
to the Treasury. As a result of these developments, 
the Treasury was in a position to repay NF 1.71 bil- 
lion on central bank advances taken up in pre- 
vious years and to cease for the time being to 
rediscount tax certificates with the Bank of France; 
at the end of 1958, such rediscounts had amounted 
to NF 2.07 billion. 


Exchange restrictions were relaxed substantially in 
1959, and there was an upsurge in activity on the 
Paris foreign exchange market, following the devalu- 
ation of the franc and the re-establishment of external 
convertibiliy at the end of 1958. On the Paris foreign 
exchange market, the French franc was generally quoted 
during 1959 at a premium over all other currencies 
except the Swiss franc. On the Paris gold market, 
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fluctuations were small, and intervention by the Ex- 
change Stabilization Fund was exceptional. The black 
market for foreign exchange dwindled to practically 
nothing, the rates on that market being very close to 
the rates on the official market. The rate for devises- 
titres declined in the first half of 1959, but then recov- 
ered in the second half and at the end of the year was 
at a slight premium over the official rate. 

During the early months of 1960, industrial output 
remained high; exports increased to record levels, while 
imports continued to rise; prices leveled off; commer- 
cial banks still had ample resources at their disposal; 
and the Treasury had no difficulties in financing its 
deficit. Central reserves of gold and convertible cur- 
rencies continued to increase rapidly; during the first 
four months of the year, they rose by $212 million. 
Commenting on these developments, the annual report 
states that the French economy seems finally to have 
found a new equilibrium, but it adds that the success 
achieved so far remains insecure. In particular, central 
reserves are still inadequate, when related to foreign 
trade or external commitments. It is therefore impera 
tive that France should continue to pursue the austere 
economic policies followed since 1958. 

Source: Agence Economique et Financiére, Paris, 
France, May 10, 1960. 


Credit Measures in Germany 


By a decision of May 5 of the Deutsche Bundesbank, 
minimum reserve requirements in Germany for sight 
deposits and deposits at notice are to be raised by 
15 per cent, and for savings deposits by 10 per cent, 
above the requirements prevailing in October 1959. 
The new measure will become effective June 1, 1960. 
It is the fourth in a series of increases in minimum 
reserve requirements that began in October 1959 (see 
this News Survey, Vol. XII, p. 263). 

It is estimated that the latest measure will neutralize 
about DM 1 billion of the banks’ liquid funds at the 
Bundesbank, and that the total decline in bank 
liquidity attributable to these four measures will be 
about DM 4.5 billion. From October 30, 1959 to 
April 23, 1960, however, accruals of foreign exchange 
at the Bundesbank reached DM 2.59 billion and sales 
of open market paper by the commercial banks to the 
Bundesbank amounted to about DM 1.7 billion. Thus, 
the four increases in minimum reserve requirements 
only offset the large increase in bank liquidity. 


Sources: Frankfurter Allgemeine Zeitung, May 7, 
1960, and Deutsche Bundesbank, Ausziige 
aus Presseartikeln, May 9, 1960, Frankfurt 
am Main, Germany. 


Middle East 


Economic Developments in Israel 


Mr. D. Kochav, Director of the Research Depart- 
ment of the Bank of Israel, in a survey of economic 
developments in Israel during 1959 and of the Gov- 
ernment’s five-year plan for the period 1960-64, pub- 
lished in the Financial Times, states that last year was 
fruitful for the Israel economy. The gross national 
product (in real terms) increased by 12 per cent and 
output per man-hour by some 6 per cent. Recent 
expansion of production has been so rapid as to revo- 
lutionize the situation on the domestic market. Whereas 
only a few years ago essential commodities were in such 
short supply that strict rationing was necessary, Israel’s 
agriculture now faces a problem of surpluses, which 
are difficult to market locally even at fairly low prices. 

The increase in production was accompanied by an 
improvement in the balance of payments. The deficit 
on goods and services account declined, according to 
a recent statement of the Israel Central Bureau of 
Statistics, from $334 million in 1958 to $304 million 
in 1959. The $30 million decrease was due largely to 
an increase in the value of exports from $140 million 
to $177 million, the main increase being in industrial 
products (including diamonds). This achievement is all 
the more notable in the light of the fact that Israel’s 
exports no longer go mainly to countries with which it 
has trade agreements, but are gradually winning a place 
in open markets, including those of Asia and Africa. 
The value of imports rose only slightly, from $418 mil- 
lion to $423 million. The major part of the 1959 deficit 
was covered by unrequited payments (private and 
official donations) totaling $243 million and by an 
increase of $39 million in the State’s foreign indebted- 
In 1958, the foreign debt had increased by 
$51 million. 


ness. 


The considerable growth in production and the im- 
provement in the balance of payments were not accom- 
panied by strong inflationary pressures. The money 
supply rose at a rate similar to the increase in real 
product, and wage increases were balanced by higher 
productivity. As a result, prices rose by no more 


than 1 or 2 per cent. 


The Government did not increase taxation, and 
private consumption rose by 11 per cent; on a per 
capita basis, the increase in consumption was more 
than 7 per cent. This rapid growth in consumption 
highlights one of the weak points in the economy—the 
low level of domestic savings, which do not keep pace 
with the growing need for investment. If the public 
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could be persuaded to save half of their additional 
them with 
it would be possible to 


income—which would still leave about 
4 per cent more per capita 
increase substantially the volume of investment, which 


did not grow in 1959. 


The main test of the Israel economy lies ahead, after 
the considerable contraction that is due to take place 
in capital imports, and especially after German repara- 
tions and personal restitutions come to an end. In 
preparation for this, the Government is now completing 
the basic framework of a plan to develop the economy 
during the five years 1960-64—the period during which 
Israel will have to adapt its economy to the prospect of 
a considerable reduction in imports of capital. 

The main aim of the plan is to ensure continuation 
of the rapid growth in production and employment, in 
spite of the expected reduction in capital imports from 
$350 million in 1959 to $200 million. 
that during the five-year period, the population will 


It is estimated 


grow from 2.1 million to 2.5 million on the assumption 
that immigration will be at the rate of 40,000 a year. 


On the basis of past tendencies, the growth of 
national production is expected to continue at a rate 
of at least 8 per cent per annum. About half of this 
increase will be the result of a growth in employment, 
the other half coming from higher output per worker, 
through improved equipment and the raising of labor 
and management productivity. The greatest increase 
will be in industrial production (especially in the metal, 
chemical, and mining industries) and in transport. The 
rate of growth in agriculture, building, and services 
will be slowed down. 


Exports are to be raised to $660 million in 1964, 


that is, at an average annual rate of 16 per cent—the 


major part of the increase being in industrial products. 
Ihe growth is expected to be rapid in most branches 
of industry, but particularly in chemicals, minerals, 
metal products and machinery, textiles, and diamonds. 
In addition, it is expected that agricultural exports, 
including citrus fruits, will be doubled, despite a pos- 
sible fall in export prices for citrus fruits. It is hoped 
that in view of its climatic and geographical advantages, 
Israel may gradually become an important supplier of 
fruit and vegetables to European countries in the 
winter and spring seasons. 

A rapid increase in revenue from exports of invis- 
ibles, especially from shipping, also is expected. An 
expansion of the commercial fleet to a total of almost 
1 million tons is planned, to bring in gross revenue 


of $100 million a year. Income from air transport 
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also should grow, and tourist revenue is expected to 
be doubled. 


The growth in production will require more imports, 
especially of raw materials for export goods, industrial 
equipment, and ships. To meet the needs of the addi- 
tional production and investment, imports would have 
to be increased to $1,000 million in 1964. However, 
the process of increasing the local production of goods 
that can be substituted for imports has been going 
on in Israel for a number of years. Thus, imports of 
milk products have been entirely discontinued as a 
result of a large increase in production. Although the 
cultivation of cotton and sugar beets was introduced in 
Israel only a few years ago, these crops already supply 
nearly half of the local demand, and it is predicted 
that in a few years there will be no need to import 
cotton or sugar. In addition, there is a continual 
advance into earlier stages of production in all branches 
of industry, and a consequent gradual reduction in 
the import component of the final product. With con- 
tinued expansion of local crops and the “deepening” 
of local industrial production, it is expected that by 
1964 goods produced locally will replace imports to 
the value of $140 million; this will be mainly in metal 
products and machinery, but also in chemicals, petro- 
leum products, and textiles. Thus, in 1964 imports 
may be limited to $860 million. 


To raise production to the extent required, invest- 
ments will have to be increased from the present figure 
1£900 million to an average of 
[£1,080 million. The largest increase will have to be 
in industry, electrical power, and transport, including 


of about annual 


expansion of the commercial fleet and the building of 
a deep-water port in the south. Investment in agricul 
ture, on the other hand, will fall, owing to the limited 
irrigation water resources and marketing prospects. 


Thus far, most of Israel’s investments have been 
financed by the import of capital, while gross local 
savings have amounted to no more than 40 per cent 
of gross investment. In view of the expected fall in 
capital imports, on the one hand, and the increase 
required in total investments, on the other, there will 
have to be a rapid growth in the proportion of invest- 
ments financed from domestic sources. It is hoped that 
by 1964 about 72 per cent of the gross investment 
required will be financed from domestic savings. 

For this purpose, intensified efforts are being made 
to encourage savings. A considerable variety of securi- 
ties is now available for purchase by the public, includ- 
ing bonds linked to the dollar or the cost of living index 
and shares in industrial enterprises. The Government 
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is also trying to encourage more savings through pen- 
sion funds. It has recently reduced considerably the 
taxation of companies, in the hope that they will plough 
back more of their profits into development. 


Even if these targets are achieved, it is still expected 
that capital imports will amount to $200 million annu- 
ally at the end of the five-year period. The assumed 
volume of capital imports does not appear to be 
unrealistic, in view of the fact that a certain flow of 
capital through the Jewish Agency and personal trans- 
fers of capital will continue, that future sales of State 
of Israel Development Bonds may be expected to 
exceed redemptions, and that loans and economic aid 
from the U.S. Government and international sources 
are likely to continue on a considerable scale. 
Sources: The Financial Times, London, England, 
May 2, 1960; The Jerusalem Post, Jerusa- 
lem, Israel, May 13, 1960. 


Far East 
Credit Policy in India 


With a view to curbing inflationary pressures during 
the coming slack season, the Reserve Bank of India 
has decided to direct all scheduled banks to deposit 
with the Reserve Bank 50 per cent of any addition to 
their demand and time liabilities after May 6, against 


25 per cent, the percentage that has been in effect since 
March 12, 1960 (see this News Survey, Vol. XII, 
p. 296). These deposits will be in addition to the 
minimum reserve requirements—S per cent for demand 
liabilities and 2 per cent for time liabilities—under 
Section 42 (1) of the Reserve Bank of India Act. 
Some of the leading scheduled banks have decided 
to increase their overdraft rates by 44-2 per cent over 
a selective range of advances, including cash credits 
and advances against securities. 
Sources: The Times of India, Bombay, India, May 5, 
1960; The Statesman (Overseas Edition), 
Calcutta, India, May 7, 1960. 


Employment in Ceylon 


In order to provide more employment opportunities, 
the Government of Ceylon has decided to give top 
priority to development works in next year’s budget 
which will be presented in late August. The Ministry 
of Labor, Industries, and Fisheries has established a 
committee to investigate the possibilities of setting up 
vocational training centers and the feasibility of estab- 
lishing industries, on a cooperative basis, for the manu- 
facture of electrical goods, garments, concrete products, 
enamel ware, and agricultural implements. 

Source: Ceylon News, Colombo, Ceylon, May 5, 1960. 


Federation of Malaya Government Loan 

A loan of M$50 million has been issued at par by 
the Government of the Federation of Malaya, with 
investors being offered the choice of a medium-term 
or a long-term maturity. Securities maturing April 15, 
1965 carry an interest rate of 44% per cent, and those 
maturing April 15, 1976-78 carry a rate of 5% per 
cent. The proceeds of the loan will be used to finance 
the second five-year plan commencing in 1961. 
Source: Embassy of the Federation of Malaya, News 

Bulletin, Washington, D.C., May 2, 1960. 


Import Program of Viet-Nam 

In view of the decrease in U.S. aid to Viet-Nam, the 
Vietnamese authorities transferred in January 1960 a 
number of commodities from the program, which is 
expected to total the equivalent of about US$50 million 
in 1960, to be financed from Viet-Nam’s own exchange 
reserves. The commodities transferred include textile 
fabrics, agricultural pesticides, butter, glassware, leather, 
certain plastics, sugar, vegetable fats and oils, and vege- 
table fiber products. 
now subject to the stabilization surtax of 50 piastres 


Most of these commodities are 


per U.S. dollar, but sugar and textile fabrics will have 
to pay only the official rate (35 piastres = US$1). 

A number of imported commodities are subject to a 
tax levied on the c.i.f. value of imports whose purpose 
is to protect and stimulate local industries. A 100 per 
1960 in this tax on 
textiles resulted in the following tax rates: 


cent increase on February 1, 
textile 
fabrics of cotton, ramie, and linen, 30 per cent; fabrics 
of spun rayon (filament), 40 per cent; fabrics of rayon 
(staple fiber) and wool, 60 per cent; synthetic fibers, 
80 per cent; and silk fabrics, 100 per cent. 

Sources: Far Eastern Economic Review, Hong Kong, 
March 24, 1960; Department of Commerce, 
Foreign Commerce Weekly, 


D.C., April 18, 1960. 


Washington, 


Money Supply in Korea 

The money supply in Korea totaled hw 211 billion 
at the end of March 1960; this is equivalent to an 
increase of 0.5 per cent from the end of December 1959, 
but 7.5 per cent below the ceiling of hw 228 billion 
imposed under the financial stabilization program for 
1960 
Vol. XII, p. 267). The relatively stable money supply 


the first quarter of (see this News Survey, 


for the first quarter of 1960, in contrast to the increase 
of 9.4 per cent in the corresponding period of 1959, 
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was attributable largely to an excess of government 


receipts over expenditures, including counterpart fund 
accounts. 


Source: The Korean Republic, Seoul, Korea, May 6, 
1960. 


Indonesian Currency Notes 


The Indonesian Government has announced its in- 
tention to reissue 500 rupiah and 1,000 rupiah currency 
notes, such as were curtailed last August in an effort to 
take excess money out of circulation (see this News 
Survey, Vol. XII, p. 79). 


Source: The Times, London, England, May 6, 1960. 


United States and Canada 
U.S. National Output 


A vigorous upswing in production in the United 
States in the first quarter of 1960 carried the gross 
national product to a seasonally adjusted annual rate 
of $500 billion, which was $17 billion, or 3% per cent, 
above that for the previous quarter. The rapid rebound 
from the steel strike, as heavy inventory accumulation 
refilled depleted pipelines, contributed to the first quar- 
ter rise in total output. More than half of the over-all 
increase, however, went into consumption, fixed invest- 
ment, and other final uses, where basic growth and 
cyclical factors played a dominant role. 


The rate of increase in economic activity slowed as 
the quarter progressed. Personal income advanced only 
moderately in February and March. This easing was 
associated with the leveling off in the accumulation of 
inventories; also, the upswing in final purchases mod- 
erated. Early information on market changes in April 
indicates an increase in major retail lines, notably in 
automobile and department store merchandise. 


The first quarter accumulation of inventories was at 
a pace comparable to that of last spring, prior to the 
steel strike, and accounted for $7 billion of the total 
rise in national output between the last quarter of 1959 
and the first quarter of 1960. Personal consumption 
expenditures, at $321 billion, increased by $4 billion. 
Business fixed investment rose at a rate of $2 billion 
and was especially marked in durable goods manufac- 
turing. Although residential construction outlays re- 
mained high, they declined from month to month 
during the quarter. Government purchases increased 
because of an expansion in state and local outlays for 
construction and payrolls, but demand in the federal 
sector continued to ease. A substantial surplus was 
achieved by the Federal Government, as the effect of 
declining expenditures was reinforced by an advance 
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in revenues. Social security receipts rose with an in- 
crease in tax rates, and corporate and individual income 
tax yields expanded as business conditions improved. 
Net exports were at a rate of $1.2 billion as exports of 
goods and services increased and imports declined; this 


compares with net imports of $600 million in the final 
quarter of 1959. 


Source: Department of Commerce, Press Release, 
Washington, D.C., May 11, 1960. 


New Export Guarantees by Expori-import Bank 

The Export-Import Bank of Washington announced 
on May 10 that on May 23 it will commence operations 
in a new field of export guarantees covering noncom- 
mercial or political risks in short-term transactions. 
After May 23, U.S. exporters will be able to obtain 
political risk guarantees from U.S. commercial banks 
and U.S. export credit insurance companies without 
direct contact with the Export-Import Bank in 
Washington. 


U.S. commercial banks having foreign departments 
which finance export transactions have been authorized 
to act as agents for Eximbank. Other U.S. commercial 
banks may request authorization to act for the Bank 
or they may refer their customers to a correspondent 
bank in the United States which has an active foreign 
department. U.S. insurance companies which offer 
export credit insurance also have been designated to 
act for Eximbank in the issuance of these guarantees. 


In its definition of “political risk,” Eximbank cited 
five noncommercial hazards abroad: (1) inconverti- 
bility or nontransferability of foreign currencies; 
(2) imposition of laws or regulations beyond the control 


Balance of Payments Yearbook 


Volume 12 of the Balance of Payments Yearbook 
series will consist of loose-leaf sections issued at monthly 
intervals. The first sections will be issued in June 1960 
and the last in May 1961. When completed, the Yearbook 
will provide, for about 75 countries, basic global tables 
and explanatory notes covering definitive data for the 
years 1954-58 and preliminary data for 1959. This 
volume together with Volumes 5 and 8—the two base 
volumes previously issued in this series—will give basic 
data in a standard form for the 13 years 1947-59. 

In addition, Volume 12 will provide regional details for 
1959 for many of the countries and data for the first half 
of 1960. Summary statements and analytic tables similar 
to those in Volume 11 will also be presented. 

Volume 5 is out of print. Volume 8 may be purchased 
for $5.00. For Volume 12, the subscription rate is 
$7.50; a binder for filing the loose-leaf sections may 
be purchased for $3.50. 

Subscriptions are quoted in U.S. dollars. Residents of 
most other countries may make payment in local cur- 
rency to addresses that will be supplied on request. 


Address orders to 


The Secretary 


International Monetary Fund 
19th and H Streets, N.W. Washington 25, D.C. 
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of exporter and buyer which prevent delivery of goods; 
(3) cancellation of import license; (4) war, hostilities, 
rebellion, and civil commotion; and (5) expropriation 
of exported items by foreign authorities. In the first 
instance, when the foreign buyer deposits his payment 
to the exporter in local currency and is unable to 
convert that deposit into U.S. dollars, Eximbank will 
pay to the U.S. exporter 90 per cent of the amount 
deposited. In the last four instances, Eximbank will 
pay to the exporter 90 per cent of the losses incurred. 


In contracting for an Eximbank short-term political 
risk guarantee through his commercial bank, the ex- 
porter will agree to declare and pay fees on all his 
exports for a period of one year. To initiate the agree- 
ment that he has signed, the exporter will make a 
deposit calculated on his estimated total dollar volume 
of his short-term export business for the year to be 
covered at 35 cents per $1,000. When a contract for 
a year’s coverage has been signed, each eligible ship- 
ment made by the exporter will be protected against 
political risks provided the exporter makes monthly 


declarations and pays fees for coverage of individual 
shipments. 


Coverage will be provided for all types of U.S. prod- 
ucts, both consumer goods and durable goods. Sales 
to all the countries of the free world are eligible. How- 
ever, Eximbank in certain instances, because of cir- 
cumstances affecting noncommercial risks covered by 
these guarantees, may from time to time impose con- 
ditions as to the terms upon which credit may be ex- 
tended and covered by the agreement. 


Concurrently with the announcement on political 
risk guarantees, the Export-Import Bank described both 
new and existing patterns of exporter transactions to 
be available in the medium-term field. Medium term 
is defined as 180 days to 5 years, with the exception 


of terms on sales of jet aircraft which may be financed 
over as many as 7 years. 


On all medium-term transactions, it is required that 
20 per cent of the invoice value of the export be paid 
by the buyer by the time of delivery. Eximbank par- 
ticipation relates to the balance or “financed portion.” 
Customarily, this financed portion is repayable in semi- 
annual, quarterly, or monthly installments. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., May 10, 1960. 


Canadian Dollar Exchange Rate 


The exchange rate for the Canadian dollar on May 16 
was US$1.022, the lowest rate in more than a year. 
After rising during the latter part of 1959 and early 
1960 to a premium of more than 5 cents, the rate has 


been declining since mid-March. Canadian security 
issues in the U.S. market have fallen sharply below 
their 1959 level, in part because of a decrease in gov- 
ernment borrowing accompanying the outlook for a 
balanced budget in 1960-61. Cash requirements of the 
Canadian Government are now estimated at $210 mil- 
lion, compared with $900 million in 1959-60 when 
there was a deficit of $410 million. Another element in 
the decline of the exchange rate has been the softening 
of interest rates in Canada, making the investment of 
short-term funds there less attractive. At the same 
time, the fall in the premium on the Canadian dollar 
has encouraged firms in that country to purchase for- 
eign currencies to cover advance commitments for 
payments in other countries. 


Sources: The Journal of Commerce, New York, N.Y.., 


May 12 and 16, 1960. 


Latin America 
Economic Conditions in Bolivia 


Some progress is reported in Bolivia in dealing with 
its three main long-run problems—inflation, the effici- 
ency of the mining industry, and expanding agricultural 
production. Prices rose by 20 per cent in 1959, but 
the rate of exchange for the boliviano was held at 
Bs 11,885 per U.S. dollar, mainly by tight import 
controls. Collections have been slow, and foreign ex- 
change has not been readily available. Stricter mone- 
tary and fiscal measures are needed to check inflation 
and to remove pressure from the balance of payments. 


A 20 per cent increase in the quota set by the Inter- 
national Tin Council, together with stronger world 
market conditions, is expected to increase Bolivia's 
tin exports to 34,000 tons; in 1958, such exports were 
18,000 tons. A British syndicate has lent $5.6 million 
to the nationalized tin industry for the import of 
machinery and equipment. 


Part of the $18 million received in U.S. aid in 1959 
is being devoted to agricultural extension credits and 
farm technical assistance which has already had favor- 
able effects. Rice production has risen by 25 per cent 


during the last three years; in 1958-59, it amounted 
to 34,000 tons. 


Source: The Chase Manhattan Bank, Latin-American 
Business Highlights, New York, N.Y., First 
Quarter 1960. 


Other Countries 
Australian Wool Prices 


Keen competition continued at Australian wool sales 
in early April; sales were adjourned for Easter and 
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resumed early in May. Before Easter, prices had 
recovered fully from the rather sharp decline in Febru- 
ary. Japanese buyers continued to exert strong demand 
in the market, and further support from this source 
can be expected as a result of the increase from 
400,000 to 600,000 bales in Japan’s wool import quota 
for the six months ending October 1960. 

Shipments of greasy wool to Japan in the eight 
months to February 1960 totaled nearly 215 million 
pounds; this was about one fourth of Australia’s total 
greasy wool exports in that period, and about 48 mil- 
lion pounds more than shipments to Japan in the same 
period of 1958-59. On the other hand, greasy wool 
exports to the United Kingdom fell in the eight months 
to February 1960 by 22 million pounds, to 190 million 
pounds, representing about 21.7 per cent of the total, 
compared with 27.8 per cent for the eight months to 
February 1959. Exports of greasy wool to buyers in 
Belgium-Luxembourg, France, Germany, Italy, and the 
U.S.S.R. increased—those to Germany and the U.S.S.R. 
by substantial amounts. 


Source: National Bank of Australasia, Woo/l Letter, 
Melbourne, Australia, April 26, 1960. 


Commonwealth Aid Plan for African Territories 
The communiqué issued on May 13 at the end of 
the Commonwealth Prime Ministers’ Conference in 
London states that it has been decided to study the 
possibility of a cooperative aid plan for African ter- 
ritories that have attained or are approaching inde- 
pendence. It is expected that for the time being the 
plan will cover only Commonwealth territories. 
Source: The Financial 
May 14, 1960. 


Times, London, England, 


South African Reserves 

South Africa’s gold and foreign exchange reserves, 
which had fallen by about £13 million between 
March 25 and April 14 (see this News Survey, Vol. XII, 
p. 347), declined by about £11 million during the next 
three weeks. On May 6, reserves totaled £128 million. 


Sources: The Times, May 5, 1960, and The Financial 
Times, May 13, 1960, London, England. 


Gold Production in South Africa 


Gold production in South Africa in February, at 
1,714,107 fine ounces valued at £21.4 million, was 
some 22,000 fine ounces less than in January, mainly 
as a result of the shorter working month. The native 
labor force employed rose by 13,000, to 385,027. 


The West Driefontein mine registered a profit of just 
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over £1 million for the month. This was the first time 
in the Union’s gold mining history that any single mine 
had recorded a profit of more than £1 million in a 
working month. 


Sources: The Standard Bank of South Africa Limited, 
The Standard Bank Review and Barclays 


Bank D.C.O., Overseas London, 
England, April 1960. 


Review, 


East African Currency Board 

The East African Currency Board is to be trans- 
ferred from London to Nairobi on July 1, or as soon 
as possible thereafter. 


Source: The Times, London, England, May 11, 1960. 


Oil Production and Exports of Nigeria 

Nigerian oil, the search for which was initiated in 
1937 and resumed in 1946 after the interruption 
caused by World War II, was exported for the first 
time in 1958. In that year, oil deliveries amounted to 
approximately 230,000 long tons, worth nearly £1 mil- 
lion (US$2.8 million ). In the first 11 months of 1959, the 
value of oil exports was £2.3 million (US$6.4 million). 


Present daily production of crude oil is about 
15,000 (corresponding to approximately 
2,000-2,100 long tons), but it is expected to rise to 
30,000 barrels by the end of 1960 and to 50,000 bar- 
rels by 1961. If development continues at the present 
rate, production should rise to 10 million tons within 
the next decade, which would place Nigeria among the 
first 10 world oil producers according to the Managing 
Director of Shell-B.P. (Nigeria) Ltd. 


barrels 


Sources: National Economic Council, Economic Sur- 
vey of Nigeria 1959, Lagos, Nigeria, August 
1959; The Journal of Commerce, New York, 
N.Y., May 12, 1960. 
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